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Spain's Stabilization Program 


The credits of $130 million granted by the U.S. Gov- 
ernment in support of Spain’s stabilization program 
(see this News Survey, Vol. XII, p. 25) include de- 
fense-support assistance of $40 million during the fiscal 
year 1960 (subject to congressional appropriations), 
$30 million from the Export-Import Bank of Washing- 
ton for industrial projects already under study, and $60 
million arising from sales to Spain for payment in 
pesetas of agricultural products to be agreed upon under 
Public Law 480. The Export-Import Bank is prepared 
to consider other project applications from Spain; in 
addition, further projects are under consideration by 
the Development Loan Fund. As a further contribution 
to the stabilization program, the U.S. Government has 
agreed to the use of 7.4 billion pesetas (equivalent to 
$123.3 million at the new par value) from the local 
currency proceeds of U.S. programs for Spain, to assist 
in financing the Spanish investment budget for 1959. 

From the credit of $100 million from the Fund of 
the European Monetary Agreement, three quarters is 


Europe 


Economic Conditions in the United Kingdom 


The Economic Review of the National Institute of 
Economic and Social Research attributes the economic 
recovery in the United Kingdom to increased consumer 
spending and to a sharp and unexpected rise in exports. 
The improvement in industrial output has been marked 
in vehicles, electrical engineering, and building, and 
modest in textiles and clothing. Although steel output 
is rising again, the recovery has not yet spread to ship- 
building, mechanical engineering, or coal. With activity 
continuing to increase throughout Europe and in the 
United States, and with some signs of stability in the 
primary producing countries, export prospects are not 
discouraging. 

The Review believes that, with the large amount of 
spare capacity that appears to be available, the scope 
for significant increases in productivity is quite large, 
and that it is greatest in manufacturing. There is a 
risk, however, that the atmosphere of recovery, espe- 
cially if combined with sharp increases in profits, still 
could give rise later in the year to large wage increases; 
and the Review suggests that price cuts, along with less 


available immediately, and the remainder on Febru- 

ary 1, 1960, subject to satisfactory review by the 

Organization for European Economic Cooperation 

(OEEC). The OEEC Council has recommended that 

member countries agree on terms for the repayment of 

Spain’s outstanding debts under bilateral payments 

azreements which will not place an undue burden on 

Spain’s balance of payments during the next few years. 

The liberalization of imports under the OEEC Code will 

apply not only to the OEEC area, but also to all other 

countries whose currencies are convertible and with 
which Spain does not have bilateral payments agree- 
ments. The Spanish Government has signified its inten- 
tion progressively to enlarge its measures of liberaliza- 
tion so as to comply with the full obligations of the 

OEEC Code. 

Sources: Department of State, Press Release, Wash- 
ington, D.C., July 20, 1959; Organization for 
European Economic Cooperation, Press Re- 
lease, Paris, France, July 20, 1959. 


rapid increases in profits, might encourage moderation 
in wage settlements. 


Source: The Times, London, England, July 28, 1959. 
U.K. Trade 


A detailed analysis of the U.K. trade figures for June 
shows that well over half of the £48 million decrease in 
exports (see this News Survey, Vol. XII, p. 18) can be 
explained only in terms of chance factors. According 
to the Board of Trade, about £20 million of the decline 
was due to normal seasonal influences; beyond this, 
there is no evidence that shipments of any particular 
types of goods or of exports to any particular markets 
were especially depressed. The Board of Trade points 
out that random fluctuations in the monthly figures seem 
to have increased lately, possibly because an increasing 
proportion of exports consists of engineering goods and 
other “lumpy” and individually expensive shipments. 
If, however, the decline in June was from artificially 
high figures in April and May, it appears that the revival 
of exports is less dramatic than suggested by official 
comment before the June totals were known. 

The Board of Trade states that the rise in industrial 
activity and the increase in some commodity prices 
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during March and April are now showing more clearly 
in the figures for imports, In particular, imports of 
materials are beginning to rise fairly strongly. Never- 
theless, it is stated that a trade deficit of less than £40 
million a month implies a substantial balance of pay- 
ments surplus on current account; for the first six 
months of 1959, the deficit totaled only £223 million. 


Source: The Times, London, England, July 22, 1959. 
London Gold Market 


Although the turnover in the London bullion market 
this year has probably been less than at any time since 
the market reopened in May 1954, the gold price has 
been maintained for several weeks at the highest level 
recorded since that time. The sterling price has been 
just below 250s. per ounce and the dollar price around 
$35.13, which is well above the official selling price 
for gold in New York. With Soviet gold sales in abey- 
ance and European central banks at the moment out 
of the market, the Bank of England, which acts as agent 
for newly mined South African gold, has been virtually 
the only seller; and though demand from private quar- 
ters in Western Europe, the Middle East, and the Far 
East has been relatively small, it has been only barely 
met. The turnover in the London market during the 
first seven months of 1959 is estimated to have been 
between two thirds and three fourths of that in 1958, 
when it had been only about three fourths of the turn- 
over in 1957. Hoarding by private buyers, which was 
on a fairly large scale in 1958, has not been sustained, 
and purchases from the Middle East have fallen sharply, 
mainly because of the successful campaign against gold 
smuggling in India. It is believed that some central 
banks, which are able to buy gold in New York at 
$35.08 % per ounce, have made sales in London, but 
most of them have been anxious not to misuse the 
purchase facilities allowed to them by the Federal 
Reserve Bank of New York. 


Source: The Times, London, England, July 30, 1959. 
Swiss Exchange Rate 


Since the adoption of external convertibility by most 
Western European countries at the end of 1958, the 
Swiss exchange rate has shown some relative weakness, 
and there has been some export of gold from Switzer- 
land. The gold and foreign exchange holdings of the 
Swiss National Bank fell from Sw F 9,157 million in 
mid-January to Sw F 8,717 million in mid-June. The 
exchange rate for the U.S. dollar, which at the end of 
November 1958 had been Sw F 4.28 %, moved to 
Sw F 4.32 % by the middle of May and Sw F 4.30 % 
at the end of June. 

These movements are to be explained in part by 
reference to the diminution in the flow of foreign funds 
into Switzerland, as exchange business has been trans- 


ferred to other financial centers, and to the increased 

outflow of Swiss capital. 

Source: Swiss Bank Corporation, Bulletin No. 69, 
Basle, Switzerland, July 1959. 


Danish-Swedish Agricultural Agreement 

Denmark and Sweden have concluded an agreement 
under which about DKr 20 million levied by Sweden in 
the form of import duties on Danish agricultural pro- 
duce will be refunded to the Danish producers. But 
perhaps more important, says the Danish newspaper 
Borsen, is the fact that a wedge has been driven into the 
Swedish agricultural protective system, and a sizable 
market may open for Danish foodstuffs in Sweden. 
The main provisions of the agreement are as follows: 
(1) Imports of meat and canned meat, potatoes, sau- 
sages, cheese, egg products, and canned milk by Swéden 
from Denmark will be granted a tariff preference of 
12 per cent. (2) The import duties levied by Sweden 
on Danish foodstuffs will be divided between Sweden 
and the Danish producers in the ratio of 40 per cent 
and 60 per cent, respectively. (3) Discussions are to be 
held in regard to increasing the trade in garden prod- 
uce. (4) Negotiations will be conducted with a view 
to avoiding the import by Sweden of dumped goods 
from countries that grant agricultural subsidies. In the 
“outer free trade area,” Denmark and Sweden will work 
to curb export subsidies to agriculture. (5) Sweden 
undertakes not to do anything that might neutralize 
the concessions granted to Denmark. 


Source: Bgrsen, Copenhagen, Denmark, July 13, 1959. 


Swedish Government Debt 


The Swedish Government debt was SKr 19,173 mil- 
lion (US$3,706 million) on June 30, 1959; thus in the 
fiscal year ended June 30 it rose by SKr 811 million, 
compared with an increase of SKr 1,544 million in the 
preceding fiscal year. The share of funded debt (with 
an original term of five years or more) increased from 
73.2 per cent at the end of June 1958 to 76.5 per cent 
at the end of June 1959. Treasury bills outstanding fell 
by SKr 734 million, to SKr 2,792 million, whereas in 
the previous fiscal year they had risen by SKr 505 mil- 
lion. 

In the fiscal year 1958-59, the Government used 
SKr 450 million of previously blocked funds to amortize 
government bills and bonds; in the previous fiscal year, 
SKr 275 million had been blocked at the Riksbank. 
When these operations are excluded, the debt rose in 
1958-59 by SKr 1,261 million; in 1957-58 it had in- 
creased by SKr 1,260 million. 


Source: Svenska Dagbladet, Stockholm, Sweden, July 3, 
1959. 
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Economic Situation in Finland 


The prospects for an expansion in the output and 
exports of Finnish sawmills have improved as a result 
of the expansive policy pursued in the building industry 
in many countries abroad, it is stated in the latest Eco- 
nomic Survey of the Division for Economic Affairs of 
the Ministry of Finance. At the end of June, sales for 
delivery in the current year amounted to 780,000 
standards, compared with 475,000 standards at the 
same time last year. Total exports of sawn wood this 
year are expected to exceed 800,000 standards; last 
year they totaled 762,000 standards, and the postwar 
peak, attained in 1951, is 870,000 standards. Exports 
of wallboard, also, will probably be greater than in 
1958, and exports of woodpulp and most grades of 
paper should equal last year’s exports. 

Total exports in 1959 are estimated at Fmk 250-255 
billion (US$781-797 million) which, in terms of Fin- 
nish markkas, exceeds the figure of any other year. 
The export volume is expected to be 4-5 per cent 
greater than in 1958, and export prices are likely to 
decline by 2-3 per cent. The volume of imports is ex- 
pected to increase by 10 per cent; it will, however, be 
some 3 per cent below the record attained in 1956. 
Since the value of imports (c.i.f.) is estimated at 
Fmk 255-257 billion, a small trade deficit is expected. 
Owing to a net surplus on services account, however, 
the balance of payments on goods and services account 
is expected to show a surplus of Fmk 5 billion ($16 mil- 
lion). The foreign exchange reserves should increase, 
although at a much smaller rate than in 1958, when the 
rise was Fmk 21 billion ($66 million). 

Consumption provides the main expansionary factor 
among domestic developments; increases of 7 per cent 
in value and 4 per cent in volume are estimated. So far, 
the increase in consumption has been reflected mainly 
in larger sales on the home market (the volume of 
wholesale trade in the first five months of 1959 was 11 
per cent above last year’s level, and retail sales rose by 
6 per cent). During the spring, production in most 
sectors increased. The largest gains were recorded for 
textiles, footwear, and foodstuffs. The rising building 
activity appears to indicate that an expansion in invest- 
ment is on its way; estimates indicate that total invest- 
ment in 1959 will be 3 per cent more than in 1958. 
Simultaneously, increasing bank deposits and improved 
possibilities for self-financing indicate a healthier trend 
in the financing of investment plans. 

The gross national product in 1959 is expected to 
be 3 per cent greater than in 1958. In the early part 
of this year, the rise was slower than expected, but a 
greater rate of increase is likely during the remainder of 
the year. 


Source: Hufvudstadsbladet, Helsinki, Finland, July 12, 
1959. 


German Labor Market 


The number of persons unemployed in the Federal 
Republic of Germany on July 21 was 255,395, which 
was 72,165 less than the previous low reached in 
September 1958. The number of unemployed thus 
represented only 1.3 per cent of the total labor force. 
Such a figure can be regarded as rather low, especially 
when compared with the current European average of 
3.6 per cent. 

The number of job vacancies increased by 26,000, 
to 319,455; thus, for the first time on record, the num- 
ber of vacancies was greater than the number of un- 
employed workers. Because of the vigorous rise in 
business activity in Germany, some tension on the labor 
market had been expected, but according to the Presi- 
dent of the German Institute for Labor Exchanges, 
developments in June have surpassed expectations: The 
sharp decline in unemployment is especially astonish- 
ing because the residual unemployed are generally 
believed to be difficult to employ. It therefore appears 
that employers have now had to resort to less efficient 
workers and to persons who have been without em- 
ployment for a long time. 

The strain on the labor market is being felt in nearly 
all sectors of the German economy. Demand for labor 
is highest in the building industry, but recently there 
has been a strong demand for additional workers in 
agriculture, in the food-processing industry, and in the 
tourist industry. It is also believed that the textile and 
clothing industries are no longer discharging any work- 
ers; Owing to increased orders, they have in fact needed 
additional workers. There is now a considerable short- 
age of skilled male workers, and also a growing shortage 
of unskilled workers, since the building industry is 
drawing unskilled workers from other sectors of the 
economy. Despite this strain, which normally occurs 
only in the fall, the seasonal high point in the labor 
market, the shortage of workers is not expected to hinder 
economic development. If a serious shortage were to 
develop in the fall, it would give rise to serious concern. 
Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, July 6, 1959. 


Middle East 


Budgets of the U.A.R. 


The budget estimates of the United Arab Republic 
for 1959-60 (year beginning July 1) contemplate sig- 
nificantly higher expenditure (especially for economic 
development and social services), some increase in 
revenue, and an over-all deficit. Except for the imposi- 
tion of import license fees on some goods in the Syrian 
Region and increased customs duties on tobacco and 
tobacco manufactures in the Egyptian Region (the 





st 


proceeds of the latter will be used entirely to finance 
the subsidy for basic consumption goods, such as kero- 
sene, sugar, and edible oil), no changes have been made 
in taxes or tax rates. The over-all deficit will be financed 
by internal as well as external credit. 

The U.A.R. budgets for 1959-60 consist of the 
unified budget (higher authorities, defense, foreign af- 
fairs, etc.), the ordinary budgets for the Egyptian 
Region and the Syrian Region, the economic develop- 
ment budgets for both Regions, and a number of auxili- 
ary and independent budgets attached either to the 
unified budget or to the ordinary budgets of the Regions. 

The unified budget estimates that expenditure in 
1959-60 will rise to LE 123.6 million, from LE 113.9 
million in 1958-59. The revenue for this budget con- 
sists of contributions from the ordinary budgets of both 
Regions—LE 95.4 million from the Egyptian Region 
and LE 28.2 million (LS 247 million) from the Syrian 
Region. 

The ordinary budget for the Egyptian Region (ex- 
cluding the contribution to the unified budget) provides 
for expenditure of LE 198.0 million, revenue of 
LE 225.6 million, and a surplus of LE 27.6 million; the 
corresponding estimates for 1958-59 were LE 200.1 
million, LE 209.4 million, and LE 9.3 million. Esti- 
mated expenditure under the 1959-60 development 
budget for this Region is more than double that of 
1958-59—LE 98.1 million compared with LE 46.0 
million. Part of this expenditure is to be financed from 
the ordinary budget surplus. 

The ordinary budget for the Syrian Region (exclud- 
ing the contribution to the unified budget) provides for 
balanced expenditure and revenue at LS 246.4 million, 
compared with LS 221.8 million in 1958-59. Revenue 
unics the 1958-59 ordinary budget included a contri- 
bution of LS 25 million from the ordinary budget of 
the Egyptian Region. The economic development 
budget provides for an increase in expenditure, to 
LS 185.5 million in 1959-60, from LS 80.8 million in 
1958-59. 

Total estimated expenditure under the budgets at- 
tached to the unified budget for 1959-60 is LE 75.8 
million, of which LE 71.5 million is for the General 
Petroleum Authority. Estimated expenditure under the 
budgets attached to the ordinary budgets are LE 60.1 
million in the Egyptian Region and LS 149.4 million in 
the Syrian Region. 

Excluding attached budgets which are, on balance, 
almost self-financing, the 1959-60 budgets for the 
U.A.R. appear to provide for net deficits of LE 70.5 
million for the Egyptian Region and LS 185.5 million 
for the Syrian Region; comparative figures for 1958-59 
were LE 36.6 million and LS 80.8 million. 


Sources: Al Ahram, Cairo, Egypt, July 19, 20, 21, and 
22, 1959. 
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Oil in Saudi Arabia 


The Arabian American Oil Company (ARAMCO) 
is constructing a plant at Ras Tanura to make liquid 
petroleum gas available for offshore sales. The new 
installations, which are scheduled to be completed in 
August 1960 at a cost of US$5.25 million, will include 
loading pumps and a 22-inch pipeline to carry the 
liquid gas for loading on special tankers. 

Crude oil production in Saudi Arabia during the first 
six months of 1959 was 194.3 million barrels, against 
179.4 million barrels in the first half of 1958. The 
quantity of crude run in the Ras Tanura refinery was 
32.2 million barrels in the first half of 1959, compared 
with 31.9 million barrels in the first half of 1958. 
Prospecting is continuing in the three new offshore fields 
in the north Persian Gulf area. These fields are pro- 
ducing only a fraction of their potential, which is esti- 
mated at 250,000 barrels a day; the present output in 
the Ghawar and Abgaigq fields on the mainland is about 
1 million barrels a day. 


Source: Middle East Economic Digest, London, Eng- 
land, July 17, 1959. 


Financial Agreement Between Lebanon and France 

A new financial agreement between Lebanon and 
France, replacing the financial agreement of 1948, was 
signed in Beirut on June 25. The preamble to the new 
agreement states that since the chief aim of the arrange- 
ment of 1948 has been fulfilled, i.e., adapting Lebanon’s 
monetary and financial system to the country’s inde- 
pendent status, all that remains is to reach agreement 
on certain outstanding questions. Apart from minor 
arrangements to ease restrictions on monetary trans- 
fers by Lebanese citizens from the franc area to Leba- 
non, the two outstanding questions relate to guarantee- 
ing the exchange rate of Lebanon’s French franc assets 
and the fiscal status of French companies in Lebanon 
that enjoyed tax exemptions under the 1948 agreement. 
On the first question, the French Government is to 
extend the guarantee of the exchange rate of Lebanon’s 
franc assets until they are liquidated. These assets have 
been reduced gradually and now amount to about 
F 900 million. The guarantee is based on the value of 
the franc in terms of both the U.S. dollar and sterling. 
On the second question, it was stated that an agree- 
ment on the avoidance of double taxation will be nego- 
tiated by the end of 1959. Meanwhile, the tax exemp- 
tions provided under the 1948 agreement will remain 
in force. With the expiration of the 1948 agreement, 
the clause by which disputes between the Lebanese 
Government and the concessionary companies were to 
be referred to the Hague International Court has ceased 
to operate. Proceedings instituted by the French Gov- 





INTERNATIONAL FINANCIAL NEWS SurRVEY, August 7, 1959 45 


ernment before this Court earlier this year will be 

dropped. 

Source: Middle East Economic Digest, London, Eng- 
land, July 3, 1959. 


Far East 
Foreign Assistance to India 


Under an agreement signed in New Delhi on July 27, 
additional loan assistance of US$20 million has been 
given to India by the U.S. Development Loan Fund 
(DLF). The loan, which is repayable in Indian rupees 
over a period of 15 years, will enable India to import 
heavy and light structural steel, light rails, plates, wire, 
and other steel products required for industrial projects 
included in the Second Five Year Plan. Total DLF 
assistance to India since June 1958 amounts to $195 
million. 

On July 23, the heads of the Canadian and Indian 
delegations to the Commonwealth Education Confer- 
ence at Oxford, England, announced an agreement in 
principle on the use for educational purposes of counter- 
part funds generated through the disposal of Canadian 
grants to the Government of India of surplus wheat, 
nonferrous metals, and other commodities under the 
Colombo Plan. These funds are to be utilized up to a 
value of Can$10 million (approximately Rs 50 mil- 
lion) for the development in India of higher techno- 
logical institutes and polytechnic schools. Final ap- 
proval of the proposal will be subject to a detailed 
agreement on the individual projects to be financed. 

According to a Government of India press com- 
muniqué issued on July 30, the Soviet Union has offered 
India a new loan of 1.5 billion rubles (approximately 
Rs 1.8 billion, or US$378 million) for the Third Five 
Year Plan, commencing April 1, 1961, and the Gov- 
ernment of India has accepted the offer. This increases 
the total amount of Soviet assistance to India to 
Rs 3.13 billion ($657 million). The earlier assistance 
included credits of Rs 631 million for construction of 
the Bhilai steel mill, approximately Rs 600 million to 
be drawn in 1959 and subsequently for various indus- 
trial, mining, and power projects, about Rs 96 million 
for the establishment of state enterprises to manu- 
facture drugs, medicines, and surgical instruments, and 
grants of agricultural equipment valued at Rs 8 million. 
Nearly all of the steel mill credit has now been utilized. 
Sources: Information Service of India, IJndiagram, 

Washington, D.C., July 27, 29, and 31, 1959. 


India’s Industrial Estates Program 

India’s Second Five Year Plan (1956-61) envisages 
the construction of 97 industrial estates, including 19 
rural industrial estates, at a cost of Rs 110 million 
(US$23 million). To date, 36 industrial estates with 


899 factory sheds have been completed, and 520 fac- 
tory sheds have been occupied. These estates currently 
employ a total of 3,500 persons, and their annual out- 
put is approximately Rs 33 million ($7 million). The 
97 industrial estates, when completed, are expected to 
provide employment for 50,000 persons. 
Source: Information Service of India, 
Washington, D.C., July 15, 1959. 


Ceylon’s Budget 

Ceylon’s Minister of Finance, in his budget speech 
of July 9, estimated a total expenditure of Rs 1,736.4 
million (US$366 million) and a total revenue of 
Rs 1,342.5 million ($283 million) for the fiscal year 
beginning October 1, 1959. The estimated deficit of 
Rs 394 million ($83 million) is somewhat smaller than 
the deficit of Rs 484 million originally estimated for 
1958-59. The deficit is to be covered by domestic 
borrowing (Rs 150 million), the use of foreign aid 
(Rs 125 million), additional taxation (Rs 32 million), 
“curtailment of the expenditure estimates” (Rs 37 mil- 
lion), and “other customary sources of finance” (Rs 50 
million). 

New tax proposals, estimated to yield an additional 
Rs 32 million, include increases in the excise tax on 
arrack, in import duties on cars, watches, and foreign 
liquors, and in export duties on coconut products. The 
Finance Minister also announced that reductions have 
been effected in import duties on 20 items, mainly 
industrial raw materials and equipment. Loan Fund 
expenditure, which is principally for capital investment, 
is estimated at Rs 337 million for 1959-60, Rs 87 mil- 
lion, or 20 per cent, smaller than the original estimate 
of Loan Fund expenditure for 1958-59. 


Sources: The Times of India, Bombay, India, July 10, 


1959; Ceylon News, Colombo, Ceylon, 
July 16, 1959. 


Indiagram, 


Galvanized Iron Factory in Thailand 


Construction has begun in Thailand of the Kinoshita 
Yawata galvanized iron factory, a joint venture of 
Thailand and Japan. Thailand will hold 51 per cent 
of the total shares. Annual productive capacity is set 
at 60,000 tons, of which about 40,000 tons will be 
used for domestic consumption and the remainder for 
export. 

Source: Far East Trade, London, England, June 1959. 


Maximum Limit on Japan's Note Issue 


The maximum limit on the note issue of the Bank of 
Japan was raised as of June 10 to ¥ 800 billion, from 
¥ 650 billion, the limit that had been set in December 
1956. 


Source: The Japan Times, Tokyo, Japan, June 10, 
1959. 
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Philippine Barter Trade Legislation 


The Philippine law which permitted exporters to use 
their export proceeds, under certain conditions, for the 
purchase of certair imports outside the regular licensing 
system, has been repealed. However, on June 19, an 
act to “promote economic development by giving 
incentives to marginal and submarginal industries” was 
signed by the President and became law. Under this 
law, specified products may, if certain conditions are 
fulfilled, be exported “on a commodity-to-commodity 
basis” in exchange for certain imports. The products 
listed are marginal domestic mineral products (spe- 
cifically, ores and concentrates of copper, iron, refrac- 
tory or metallurgical chrome, manganese, quicksilver, 
and coal), muscovado sugar and class “d” sugar, 
embroideries, pearl buttons, low-grade hemp and prod- 
ucts, sawlogs (nonexportable grade), low-grade lumber 
and veneers, railways ties, cigars and low-grade tobacco, 
coconut coir fiber, industrial salt, cassava and its 
products, snake and crocodile skins, and peanuts. 


These products may be exported under this law if 
they cannot otherwise be sold profitably in foreign mar- 
kets and if the domestic demand for them is provided 
for adequately. The National Economic Council is to 
certify within 60 days of the law coming into force 
whether these conditions have been fulfilled. The Coun- 
cil is to conduct a continuous study and survey of all 
marginal and submarginal industries and to recommend 
to Congress, at least 10 days before the opening of the 
regular sessions each year, which of the industries 
should be given, or be deprived of, the incentives under 
the law. 

Only essential and semiessential producer goods and 
essential consumer goods (according to the Central 
Bank’s classification) may be imported under this law, 
and the former must comprise at least 60 per cent of 
the total. In no case is the exportation or importation 
of articles whose export or import is limited or pro- 
hibited by other laws, orders, or regulations to be 
permitted. 


Permits to trade under this law may be granted only 
to natural-born citizens of the Philippines and to enter- 
prises (associations, partnerships, and corporations) 
established before the coming into force of the law, if at 
least 60 per cent of their capital is owned by citizens 
of the Philippines. To enterprises organized after the 
law was signed, permits may be granted only if the 
enterprises are fully owned by natural-born citizens; 
to enterprises established before 1935, permits may be 
granted regardless of ownership. Permits are issued 
only to producers of the commodities to be exported; 
middlemen are not eligible, except Philippine middle- 


men exporting embroidered goods. The permits cannot 

be transferred in any manner. 

Source: Philippine-American Chamber of Commerce, 
Weekly Bulletin, New York, N.Y., Special 
Issue, July 8, 1959. 


United States and Canada 


U.S. Bank Reserve Requirements 

President Eisenhower has signed a bill granting the 
Federal Reserve Board more flexibility in setting the 
reserve requirements of member banks. Under the new 
law, banks will be classified on the basis of type of 
business transacted, rather than upon their location. 
Thus, a bank presently classified as a country bank 
(with a reserve requirement ranging from 7 to 14 per 
cent of deposits) may be reclassified as a city bank 
(with a reserve requirement ranging from 10 to 22 
per cent). The category of central reserve city banks 
(in New York and Chicago) has been eliminated, and 
reserve requirements for all city banks may now be set 
within a range of 10 to 22 per cent of deposits. (Pre- 
viously, the range was 13 to 26 per cent for central 
reserve city banks and 10 to 20 per cent for reserve 
city banks.) Another provision of the law permits 
member banks to count vault cash as part of their 
reserves. 


Source: The Wall Street Journal, New York, N.Y., 
July 29, 1959. 


Canadian Reserves, Exchange Rale, and Discount Rate 


During a period of increase in the exchange value 
of the Canadian dollar in June, Canadian official re- 
serves of gold and U.S. dollars rose to the highest level 
since December 1958; by the end of the month, they 
totaled US$1,934 million. The growth since February 
1959 amounted to almost $50 million, after a decline of 
somewhat more than $50 million between December 
and February. Changes were primarily in U.S. dollar 
holdings; gold reserves changed only slightly. 

The value of the Canadian dollar, after having 
reached US$1.0494 on July 7, declined irregularly to 
US$1.0419 on July 23 and then moved upward to 
US$1.0434 on July 31. 

The renewed upward trend may be due in part to a 
strengthening in short-term interest rates. The interest 
rate for 90-day treasury bills, which had fallen to 5.01 
per cent on July 2 from its previous record of 5.22 per 
cent on June 18, increased during July and was 5.47 
per cent on July 30. The corresponding treasury bill 
rate in the United States in the last week of July was 
3.047 per cent, almost 2 percentage points less than 
in Canada. The Canadian discount rate, which is kept 
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at a quarter of 1 per cent above the treasury bill rate, 

was 5.72 per cent on July 30. 

Sources: The Journal of Commerce, July 28 and Aug- 
ust 3, 1959, and The Wall Street Journal, 
July 28, 1959, New York, N.Y.; The Globe 
and Mail, Toronto, Canada, July 31, 1959. 


Estimate of Canadian Investment in 1959 


The midyear revision of the annual forecast of 
Canadian investment plans indicates that total capital 
expenditures for 1959 will amount to Can$8.5 billion, 
1.5 per cent more than in 1958. This is a change from 
the survey of investment plans reported at the beginning 
of the year, which had indicated a decline from 1958 
(see this News Survey, Vol. XI, p. 300). The major 
upward revision since January is in business invest- 
ment, which is now expected to exceed that in 1958. 
Expenditure for the acquisition of machinery and 
equipment is estimated as 4 per cent above the actual 
expenditure in 1958; plans for business construction 
indicate a slight decrease. 

The greatest increase is expected in commercial 
building, particularly for office buildings and shopping 
centers, in agriculture, and in the communications 
industry, but declines are still anticipated in the “re- 
source oriented” industries and in the fuel and power 
group. Housebuilding is expected to be moderately 
below the record level of 1958. Owing to increased 
government construction, however, total new construc- 
tion outlays are expected to approximate $6 billion, 
the largest construction program on record. 

Source: Department of Trade and Commerce, Private 
and Public Investment in Canada, Outlook 
1959 (Midyear Review), Ottawa, Canada, 
July 1959. 


Latin America 


Economic Policy of Colombia 

Colombia’s Minister of Finance, Mr. Hernando 
Agudelo Villa, stated on July 10 that, to provide for 
the country’s needs in 1965, estimates indicate that 
agricultural production would have to increase by 
70 per cent and electrical power output by 200 per cent, 
and that 65 per cent of foreign exchange receipts would 
have to be used to finance imports of capital goods. 
Since the crisis in the coffee market is likely to continue, 
it has been necessary to diversify exports and to con- 
tinue the policy of import substitution. To this end, 
US$40 million worth of imported goods has been 
replaced by domestic output during the past year, and 
Col$20-25 million in receipts from the new customs 


tariff are to be allocated to encourage domestic pro- 
duction of raw materials. The country’s credit standing 
abroad has improved through the large repayment of 
commercial arrears. This has opened the way for new 
external credits, not only for temporary balance of 
payments support, but also for long-run development 
projects. The possibility of obtaining foreign credits 
will be strengthened if the authorities continue the 
policy of monetary stability, of controlling inflation, 
and of maintaining a strong balance of payments. 

The Minister mentioned his expectation that a mis- 
sion will soon leave to discuss new credits with foreign 
financial institutions and that it will be able to present 
these institutions with a sound program for new foreign 
investments in Colombia. However, external credits 
will not be enough, and the nation must depend largely 
on its own savings, which should not be obtained 
through inflationary means. In order to improve the 
capital market, the Government will soon present to 
Congress plans for a project to facilitate the creation 
of financial institutions that would channel savings and 
foreign loans into productive investments. 

The budget deficit for the calendar year 1959 is 
expected to amount to Col$70 million, and the Govern- 
ment has borrowed Col$25 million from its Col$120 
million discount quota with the central bank. The 
budget for 1960, which will soon be presented to Con- 
gress, will show that the Government’s needs cannot 
be financed entirely from its present tax receipts. The 
possibility of financing part of public investment with 
foreign credits will be studied. In addition, a tax 
reform bill, which will increase government revenues 
and promote economic growth, will be presented to 
Congress during the current session. 

With respect to monetary and exchange policy, the 
Minister declared that there is nothing to indicate that 
the Government can ease its present restrictive policy. 
During the past six months, the money supply has 
expanded by Col$200 million, and prices have risen by 
6 per cent. While this is not excessive, it indicates 
that, if severe controls are not maintained, Colombia 
could enter a period of disequilibrium and instability. 
The Government has recently taken measures to reduce 
import registrations to a monthly average of US$25 
million, from an average of US$29.7 million in the first 
half of 1959. 


Source: El Tiempo, Bogota, Colombia, July 11, 1959. 
Peru's Exchange Rate 


Peru’s foreign exchange receipts in the first half of 
1959 were greater than in the first half of 1958 by 
nearly $4 million. However, these receipts included 
drawings of $15 million from foreign stabilization 
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credits, and with foreign exchange payments up by more 
than $9 million, the certificate exchange rate depreci- 
ated further, to $/. 29.60 per U.S. dollar, after stabili- 
zation credits had been suspended by the Peruvian 
authorities (see this News Survey, Vol. XII, p. 7). By 
July 24, however, the rate had recovered to S/. 27.95. 
Source: Banco Continental, News Letter, Lima, Peru, 
July 24, 1959. 


Other Countries 


Basic Wage Adjustment in Australia 

The President of the Australian Commonwealth Con- 
ciliation and Arbitration Commission, in announcing 
that the basic weekly national wage would be increased 
by 15s. (see this News Survey, Vol. XII, p. 8), stated 
that the Commission’s decision was based on an 
appraisal of the economic capacity of the community 
with regard to the national wage structure. The pros- 
pect of a good season and its effect on primary pro- 
duction, the progress of Australia’s manufacturing 
industries, and the satisfactory position of overseas 
balances, all show the strength of the economy. The 
Commission refused to restore automatic quarterly 
cost-of-living adjustments to the basic wage. The Presi- 
dent stated that, in his view, the annual review of the 
amount of the basic wage by a presidential session of 
the Commission is a substitute in every way for arbitrary 
adjustment by an index which covers only one factor 
in the economy. The Commission’s aim is to fix the 
basic wage at the highest amount that the economy can 
afford to pay. 
Source: The Sydney Morning Herald, Sydney, Aus- 

tralia, June 6, 1959. 


Nigeria's Central Bank and Currency 

At the opening of the Central Bank Building in Lagos 
on July 1—the date on which the issue of national 
Nigerian currency also began (see this News Survey, 
Vol. XI, p. 348)—the Federal Minister of Finance 
stated that the Nigerian currency would in the initial 
stages be backed 100 per cent by sterling reserves. 
The Central Bank Ordinance requires that in the first 
five years of its operations sterling reserves shall be 
equal to at least 60 per cent of the notes and coin in 
circulation. The fiduciary element, i.e., that part of 
the reserves which is invested in Nigerian Government 
securities, will be introduced only in the light of experi- 
ence, and at least in the first two or three years it 
should be kept well within the permitted margin. 

By July 15, a fortnight after the first issue of the 
new currency, the amount of such currency in circula- 


tion was reported by the Central Bank of Nigeria as 

£9.9 million. 

Sources: Federation of Nigeria, An Address by the 
Federal Minister of Finance at the Opening 
of the Central Bank Building, July 1, 1959, 
and Central Bank of Nigeria, Statement of 
Assets and Liabilities, July 15, 1959, Lagos, 
Nigeria. 


U.K. Loan fo Nigeria 


The Minister of Finance for the Federation of 
Nigeria announced in London on July 27 that the U.K. 
Government had agreed to lend Nigeria £15 million— 
an Exchequer loan of £3 million and a Commonwealth 
assistance loan of £12 million. These loans will finance 
part of Nigeria’s current development program and are 
intended to meet the needs of both the regional govern- 
ments and the Federal Government. 

The Minister said that current development plans in 
Nigeria call for an expenditure of £153 million by 
federal and regional governments for a period ending 
in 1962; of this total, some £105 million will be pro- 
vided from domestic resources. He stressed the impor- 
tance of keeping large sterling balances in London, in 
order to maintain currency backing and foreign confi- 
dence in the country’s economy. 


Source: The Times, London, England, July 28, 1959. 


Fund Transactions 


The record of Fund transactions published in Inter- 
national Financial Statistics, August 1959, shows the 
following purchases in May 1959 under stand-by 
arrangements: Argentina, $3 million; Haiti, $0.1 mil- 
lion; and Honduras, $1.2 million. A one-year stand-by 
arrangement for $1.5 million was agreed with Bolivia. 
Repurchases were $5 million by Colombia, $0.5 mil- 
lion by Paraguay, and $11.2 million by the Union of 
South Africa. 


international Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of cherege by applying to 
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